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EXECUTIVE SUMMARY 
 

 AUDIT EXAMINATION OF THE 
NELSON COUNTY FISCAL COURT 

 
June 30, 2004 

 
The Auditor of Public Accounts has completed the audit of the Nelson County Fiscal Court for fiscal 
year ended June 30, 2004. We have issued unqualified opinions on the governmental activities, 
business-type activities, agency fund, each major fund, and aggregate remaining fund information 
financial statements of Nelson County, Kentucky. In accordance with OMB Circular A-133, we have 
issued an unqualified opinion on the compliance requirements that are applicable to Nelson 
County’s major federal programs, Community Development Block Grant and Highway Planning 
and Construction Grant. 
 
Financial Condition: 
  
The fiscal court had net assets of $60,255,431 as of June 30, 2004.  The fiscal court had unrestricted net 
assets of $48,153,520 in its governmental funds as of June 30, 2004, with total net assets of 
$48,290,850.  In its enterprise fund, total net cash and cash equivalents were $3,465,209 with total net 
assets of $11,964,581.  The fiscal court had total debt principal as of June 30, 2004 of $13,539,473 with 
$1,944,477 due within the next year.  
 
Deposits: 
 
The fiscal court’s deposits were insured and collateralized by bank securities. 
 
Report Presentation: 
 
The County Treasurer prepared the information as stated in the table of contents from page 5 to 
page 53.   
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To the People of Kentucky 
    Honorable Ernie Fletcher, Governor 
    Robbie Rudolph, Secretary 
    Finance and Administration Cabinet 
    Honorable Dean Watts, Nelson County Judge/Executive 
    Members of the Nelson County Fiscal Court 
 

Independent Auditor’s Report 
 
We have audited the accompanying financial statements of the governmental activities, the business-
type activities, agency fund, each major fund, and the aggregate remaining fund information of Nelson 
County, Kentucky, as of and for the year ended June 30, 2004, which collectively comprise the 
County’s basic financial statements.  These financial statements are the responsibility of the Nelson 
County Fiscal Court.  Our responsibility is to express opinions on these financial statements based on 
our audit.   
 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America, the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, and the Audit Guide for Fiscal Court Audits 
issued by the Auditor of Public Accounts, Commonwealth of Kentucky.  Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
As described in Note 1, Nelson County, Kentucky, prepares its financial statements on a prescribed 
basis of accounting that demonstrates compliance with the modified cash basis, which is a 
comprehensive basis of accounting other than accounting principles generally accepted in the United 
States of America.   
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, agency fund, 
each major fund, and the aggregate remaining fund information of Nelson County, Kentucky, as of June 
30, 2004, and the respective changes in financial position and cash flows, where applicable, thereof for 
the year then ended in conformity with the basis of accounting described in Note 1. 
 
The county implemented Governmental Accounting Standards Board Statements 33, 34, and 37 as they 
relate to the modified cash basis of accounting as described in Note 1, which has altered the format and 
content of the basic financial statements. 
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To the People of Kentucky  
    Honorable Ernie Fletcher, Governor  
    Robbie Rudolph, Secretary  
    Finance and Administration Cabinet  
    Honorable Dean Watts, Nelson County County Judge/Executive 
    Members of the Nelson County Fiscal Court 
 
  

 

The management’s discussion and analysis and budgetary comparison information are not a required 
part of the basic financial statements but are supplementary information required by the Governmental 
Accounting Standards Board.  We have applied certain limited procedures, which consisted principally 
of inquiries of management regarding the methods of measurement and presentation of the required 
supplementary information.  However, we did not audit the information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Nelson County, Kentucky’s basic financial statements.  The accompanying 
supplementary information is presented for additional analysis and is not a required part of the basic 
financial statements.  The accompanying schedule of expenditures of federal awards is presented for 
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments and Non-Profit Organizations, and is not a required part of the 
basic financial statements.  The schedule of expenditures of federal awards has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly 
stated in all material respects in relation of the basic financial statements taken as a whole.  
 
In accordance with Government Auditing Standards, we have also issued our report dated                  
August 12, 2005 on our consideration of Nelson County, Kentucky’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements.  The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an opinion on 
the internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 
 
 
      Respectfully submitted, 

          
      Crit Luallen 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    August 12, 2005 
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NELSON COUNTY 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

 
June 30, 2004 

 
Budgetary Information 
 
Annual budgets are adopted on a cash basis of accounting and according to the laws of Kentucky as 
required by the State Local Finance Officer.  Formal budgets are not adopted for the Jail Canteen Fund. 
 
The State Local Finance Officer does not require the Jail Canteen Fund to be budgeted because the 
fiscal court does not approve the expenses made from these funds. 
 
The County Judge/Executive is required to submit estimated receipts and proposed expenditures to the 
fiscal court by May 1 of each year.  The budget is prepared by fund, function, and activity and is 
required to be adopted by the fiscal court by July 1. 
 
The fiscal court may change the original budget by transferring appropriations at the activity level; 
however, the fiscal court may not increase the total budget without approval by the State Local Finance 
Officer.  Expenditures may not exceed budgeted appropriations at the activity level. 
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NELSON COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS                                                                         

 
For The Year Ended June 30, 2004 
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NELSON COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 
Fiscal Year Ended June 30, 2004 

 
A. SUMMARY OF AUDIT RESULTS 
 
1. The auditor’s report an unqualified opinion on the financial statements of Nelson County, 

Kentucky. 
2. No reportable conditions relating to the internal control of the audit of the financial statements are 

reported in the Independent Auditor’s Report.  
3. No instances of noncompliance material to the financial statements of Nelson County were 

disclosed during the audit. 
4. No reportable conditions relating to the audit of the major federal awards programs are reported in 

the Independent Auditor’s Report.  
5. The auditor’s report on compliance for the audit of the major federal awards programs for Nelson 

County expresses an unqualified opinion. 
6. There are no audit findings relative to the major federal awards programs for Nelson County 

reported in Part C of this schedule. 
7. The programs tested as major programs were: Community Development Block Grant and Highway 

Planning and Construction. 
8. The threshold for distinguishing Type A and B programs was $300,000. 
9. Nelson County was not determined to be a low-risk auditee. 
 
B.     FINDINGS - FINANCIAL STATEMENT AUDIT 
           
STATE LAWS AND REGULATIONS 
 
None 
 
REPORTABLE CONDITIONS 
 
None 
 
C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAM AUDIT 
 
None 
 
D.  PRIOR YEAR FINDINGS 
 
None 
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NELSON COUNTY 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
Fiscal Year Ended June 30, 2004 

 
Federal Grantor
Program Title Pass-Through
Grant Name (CFDA #) Grantor's Number Expenditures

Cash Programs:

Department of Housing & Urban Development:

Community Development Block
Grant  (CFDA 14.228) 02-009 353,000$             

Department of Homeland Security:

State Domestic Preparedness Equipment &
Support Program  (CFDA 97.004):

Phase I Direct Funding M03138124 28,725                 
Phase II Direct Funding M03254738 71,012                 

Emergency Management Performance
Grant (CFDA 97.042) M04028477 13,075                 

Total Department of Homeland Security 112,812               

Department of Justice:

Local Law Enforcement Block Grant
(CFDA 16.592) Not Available 5,000                   

Department of Transportation:

Highway Planning and Construction
(CFDA 20.205) C-05006162 800,000               

Total Cash Expenditures of Federal Awards 1,270,812$          
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NELSON COUNTY  
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Fiscal Year Ended June 30, 2004 
 
 
Note 1 - The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of 

Nelson County, Kentucky and is presented on a modified cash basis of accounting.  The information 
in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. 
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The Honorable Dean Watts, Nelson County Judge/Executive 
Members of the Nelson County Fiscal Court  

 
Report On Internal Control Over Financial Reporting And                                                                 

On Compliance And Other Matters Based On An Audit Of Financial                                                        
Statements Performed In Accordance With Government Auditing Standards 

 
We have audited the financial statements of the governmental activities, the business-type 
activities, the agency fund, each major fund, and the aggregate remaining fund information of 
Nelson County, Kentucky, as of and for the year ended June 30, 2004, which collectively comprise 
the County’s basic financial statements, as listed in the table of contents and have issued our report 
thereon dated August 12, 2005. Nelson County presents its financial statements on the modified cash 
basis of accounting, which is a comprehensive basis of accounting other than generally accepted 
accounting principles.  We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States.   
 
Internal Control Over Financial Reporting 
  
In planning and performing our audit, we considered Nelson County’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide an opinion on the internal control over financial reporting.  Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters 
in the internal control that might be material weaknesses.  A material weakness is a reportable condition 
in which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that misstatements caused by error or fraud in amounts that would be 
material in relation to the financial statements being audited may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned functions.  We noted no 
matters involving the internal control over financial reporting and its operation that we consider to be 
material weaknesses. 
 
Compliance And Other Matters 
 
As part of obtaining reasonable assurance about whether Nelson County’s financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing opinions on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such opinions.  The results of our tests disclosed no instances of material noncompliance or other 
matters that is required to be reported under Government Auditing Standards.  
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Report On Internal Control Over Financial Reporting  
And On Compliance And Other Matters Based On An Audit Of Financial  
Statements Performed In Accordance With Government Auditing Standards 
(Continued) 
 
 
This report is intended solely for the information and use of management, and the Governor’s Office for 
Local Development, and is not intended to be and should not be used by anyone other than the specified 
parties. 
 
      

 Respectfully submitted, 

        
      Crit Luallen 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    August 12, 2005 
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The Honorable Dean Watts, Nelson County Judge/Executive 
Members of the Nelson County Fiscal Court 

 
Report On Compliance With Requirements                                                                             

Applicable To Each Major Program And On Internal Control                                                               
Over Compliance In Accordance With OMB Circular A-133 

 
Compliance 
 
We have audited the compliance of Nelson County, Kentucky, with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement that are applicable to each of its major federal programs for the year ended 
June 30, 2004.  Nelson County’s major federal programs are identified in the summary of auditor’s 
results section of the accompanying schedule of findings and questioned costs.  Compliance with the 
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs 
is the responsibility of Nelson County’s management.  Our responsibility is to express an opinion on 
Nelson County’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations.  Those standards and OMB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct and 
material effect on a major federal program occurred.  An audit includes examining, on a test basis, 
evidence about Nelson County’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit provides a 
reasonable basis for our opinion.  Our audit does not provide a legal determination of Nelson County’s 
compliance with those requirements. 
 
In our opinion, Nelson County complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended June 30, 2004.    
 
Internal Control Over Compliance 
 
The management of Nelson County is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts, and grants applicable to 
federal programs.  In planning and performing our audit, we considered Nelson County’s internal 
control over compliance with requirements that could have a direct and material effect on a major 
federal program in order to determine our auditing procedures for the purpose of expressing our opinion 
on compliance and to test and report on internal control over compliance in accordance with OMB 
Circular A-133.  
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Report On Compliance With Requirements                                                                                          
Applicable To Each Major Program And On Internal Control                                                                                              
Over Compliance In Accordance With OMB Circular A-133 
(Continued) 
 
 
Internal Control Over Compliance (Continued) 
 
Our consideration of the internal control over compliance would not necessarily disclose all matters in 
the internal control that might be material weaknesses.  A material weakness is a condition in which the 
design or operation of one or more of the internal control components does not reduce to a relatively 
low level the risk that noncompliance with applicable requirements of laws, regulations, contracts, and 
grants that would be material in relation to a major federal program being audited may occur and not be 
detected within a timely period by employees in the normal course of performing their assigned 
functions.  We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 
 
This report is intended solely for the information and use of management, federal awarding agencies, 
and pass-through entities and is not intended to be and should not be used by anyone other than the 
specified parties.  
 
      Respectfully submitted, 

          
      Crit Luallen 
      Auditor of Public Accounts 
 
Audit fieldwork completed -  
     August 12, 2005 
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